


































Dwelling into Service Innovation 
Management Practices:  
A Comparison Between 
Telecommunication Industry  






In the multifaceted as well as vibrant telecommunications industry, service innovation management 
is a relatively new paradigm, which has attracted the attention of scholars and practitioners. Thus, 
this study embarks on to compare the practices of service innovation management between Malaysia 
and Bangladesh telecommunications industry. The strategy, process, organization, tool/technology and 
system (SPOTS) model with 26 indicators was employed to compare the management practices among 
these two countries. A total of 176 managers (98 from Malaysia and 78 from Bangladesh) participated in 
this research through survey questionnaires. An independent-samples t-test was conducted to compare 
the 26 indictors on management practices for Malaysian and Bangladesh telecommunications industry. 
The findings indicated that the management practices were operationalized differently in these two 
countries. Bangladesh put more emphasis on each of the innovation management practices when com-
pared to Malaysia. It indicates that innovation management is practiced more in the country where the 
market is in the process of development. The results enable the firms to better compete in an environ-
ment which requires innovative changes and global discipline. In fact, the findings provide guidelines for 
the service sectors in both countries in terms of implementation of innovative enterprises, especially in 
Bangladesh where innovation is the basis for survival.
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Introduction
Service innovation management is a comparatively emerging and alluring paradigm in the complex and 
dynamic telecommunications industry (Taghizadeh, Jayaraman, Ismail & Rahman, 2014). To encourage 
innovation, organizations need to design and practice strategies, structure processes and integrate the 
system (Dasgupta & Gupta, 2009). However, such practices can differ across nations and cultures. In this 
view, the current study attempts to compare service innovation management practices of telecommuni-
cations industry in two countries, Malaysia and Bangladesh. Bangladesh is one of the poorest countries 
in the world, but the county has observed major economic growth recently. Bangladesh has recently been 
included in the ‘Next 11 emerging economies’ in the world and is one of the emerging tigers. With a 
density of 1,174 population per square kilometre, the country and its people are working hard for 
survival and prosperity despite the ongoing political instability. Based on the data from the World Bank 
(2014), Bangladesh has been continuing an impressive track record of economic growth and develop-
ment. Even during the global financial crisis, the country achieved a GDP growth of around 6 per cent 
(The World Bank, 2014). According to the the World Bank (2012), garments and telecommunications 
sectors are the leading contributors to the current economic growth in Bangladesh. On the other hand, 
Malaysia is considered as one of the vibrant economies of Southeast Asia based on the outcomes of the 
decade of industrial growth. Malaysia, which has already taken off from the so-called ‘emerging cycle’, 
is now considered as one of the five Asian tigers along with Hong Kong, South Korea, Singapore and 
Taiwan. The country has also witnessed a rapid growth of telecommunications technology which is 
evident from the high mobile phone penetration rate of 141 against the world average of 96.
In terms of overall development indicators, Malaysia is well ahead of Bangladesh. Bangladesh seems 
to be at the same stage as Malaysia used to be during the 1970s. Both economies are at different levels 
in terms of per capita income, standard of living, consumption pattern and rate of industrial development. 
Considering the innovation scenario, Malaysia is performing very well, according to the World Economic 
Forum (2015). The recent study from Global Competitiveness Index shows Malaysia is ranked at the 
20 position, whereas Bangladesh ranked 109 among 144 countries in innovation. In the context of 
innovation capacity, Malaysia ranked 21 and Bangladesh ranked 129. In terms of market size, Malaysia 
ranked 26 and Bangladesh ranked 44 (World Economic Forum 2015).
There are few reasons for conducting this research in these two contexts. In telecommunications 
industry, the level of competition is more intense compared to any other industry, irrespective of the 
country’s economic and social state. For instance, the Malaysian telecommunications industry is more 
competitive in terms of customers and subscribers, as they have already came to a saturation point. The 
rate of mobile phone subscribers per 100 inhabitants is 141 in Malaysia and in Bangladesh it is 64 (World 
Economic Forum, 2015). On the other hand, in Bangladesh, new entrants in the telecommunications 
industry have been experienced due to the favourable telecommunications infrastructure and government 
support. Further, Malaysia compared to Bangladesh is growing very fast, particularly in terms of 
innovation activities. In addition, DiGi of Malaysia and Grameen Phone of Bangladesh are both foreign 
subsidiaries of Telenor Group, Norway. DiGi holds the second position in terms of market share in 
Malaysia and Grameen Phone holds the largest market share in Bangladesh. On the other hand, Robi 
Axiata, a Malaysian subsidiary of Celcom Axiata Group, is operating in Bangladesh holding significant 
market share in the country as well as in Malaysia. Therefore, there is curiosity to know the innovation 
practices of telecommunications industry followed by these two countries. The data from various sources 
instigated us to expect that service innovation practices of the mobile phone companies should differ 
significantly between these two countries. And the results from this study may guide the service sectors 
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in both countries in terms of implementation of innovative enterprises, especially in Bangladesh where 
innovation is the basis for survival.
This study advances with the review of the literature, followed by the objectives and rationale of the 
study. Subsequently, the article illustrates the methodology and discusses the analysis of the empirical 
result. Finally, the article ends with a conclusion, along with the implications of the study.
Review of Literature
A Service Innovation Management Model
The issue of service innovation has been garnering increasing attention of academics, policy makers and 
practitioners globally. However, the complexities associated with service innovation in the developing 
world have not been captured much in the extant literature. In most developing countries, there is a 
tendency for businesses to follow the traditional business practices thereby avoiding the creative path of 
production of goods and services. Businesses in emerging markets survived following this traditional 
policy as competition in most emerging economies was not at a stage that could threaten their survival. 
Since businesses needed to come up with new ideas, they started to explore the venues of innovative 
approach to their ventures for their survival and growth. Meanwhile, service revolution took place which 
emphasized services to be the main thrust of business success because service emerged as the most 
important component of a product. Today, the advanced economies are dominated by service activities 
in terms of the number of businesses, employment and value added as well as the development of 
knowledge and specialization (Lu, Yang & Tseng, 2009; Segarra-Blasco, 2010). As a result, the issue of 
service innovation has currently generated a great deal of attention among service researchers, pundits 
and practitioners at the global level (Alam, 2011; Ettlie & Rosenthal, 2012; Van Riel et al., 2013; Wang, 
Voss, Zhao & Wang, 2015; Witell, Kristensson, Gustafsson & Löfgren, 2011). Since in recent times 
Asian regions have been witnessing hasty economic progression, service innovation has appeared as a 
decisive contemplation in managing and augmenting the rate of economic development. Nevertheless, it 
is imperative to comprehend how an organization manages innovation as a process in the business 
operation. By coordinating the innovation activities of a firm with the standard operational functions, the 
management can handle multifunctional duties in an organization (Abouzeedan, Klofsten & Hedner, 
2013). Thus, management practices are very essential to deal with the particular challenge which 
necessitates looking at new approaches (Abouzeedan et al., 2013).
In the extant literature, five generations of the innovation process model have been deliberated by 
Rothwell (1994) and Tidd (2006). Innovation was first regarded as a linear sequence of functional 
actions. It is important to mention that the evolvement of the models occurred due to the technological 
push. It has been also supposed that more investments and efforts made on R&D will bring out more 
successful new products. In the second generation, the earlier model was modified to ensemble the 
market-pull. The second-generation model conceptualizes market as a source of ideas for carrying out 
R&D. According to Tidd (2006), innovation is a connecting and complementing process and entails 
interaction between technology-push and market-pull. Therefore, the third-generation ‘coupling model’ 
was embraced to equalize technology-push and market-pull. A following generation known as ‘parallel 
line model’ of innovation process comprises the amalgamation of a company’s several functions along 
with linkages, upstream with suppliers and downstream with functioning customers. The fifth-generation 
model emphasizes systems incorporation with suppliers and robust linkage with customers, agile and 
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tailored response, uninterrupted innovation and quality of innovation. This generation model considers 
involving multi-functional and cross-functional teams, and speediness of products and services to the 
market (Panesar & Markeset, 2008). Researchers have developed various theories and models grounded 
on the five generations of innovation process.
Regarding the growing awareness on innovation in the service sector and understanding the particular 
nature of the service after the 1980s, Barras (1986) set some foundations for building the theory of 
innovation in services. Barras (1986) employed the idea of a reverse product cycle (RPC) operating in 
service industries as a theoretical model of innovation processes in services. Although the reverse 
innovation cycle is pioneer in nature, it discusses more on the diffusion of technological innovation in 
the financial service sector. Later, Soete and Miozzo (1989) remarked that different technological 
trajectories reflect on the different kinds of innovation characteristics. In their study, taxonomies of 
services were constructed based on different kinds of technological routes. In the taxonomies of services, 
they had divided services into three groups: (i) science-based service group that innovates individually 
and develops new technologies (software, business services); (ii) supplier-dominated group which 
consists of public services (education, health care), personal services (hotels, restaurants and domestic 
services) and some distribution services (retail trade); and (iii) production-intensive service group that 
includes large-scale service production (information processing, client service, transport, wholesale, 
finance, insurance and communications).
However, studies that rely on the Schumpeterian theory (1934) have argued that innovations cannot 
be necessarily linked to only technology. Sundbo (1997) emphasized that services can be identified on 
the basis of a strategically determined innovation paradigm instead of the technological innovation. 
Along with Sundbo (1997), other scholars, such as Gallouj and Weinstein (1997), contributed to the 
understanding of the specifications of service innovation. They categorized services into three character-
istics: final characteristics, technical characteristics and competence characteristics. Any changes affect-
ing these three characteristics will create six innovation models that describe service innovation, namely, 
radical innovation, improvement innovation, incremental innovation, ad hoc innovation, re-combinative 
innovation and formalization innovation. In addition, Hertog (2000) introduced the four-dimensional 
model of service innovation, namely, new service concept, client interface, service delivery system as 
well as technological options. Hertog’s model is used to formulate an analysis of knowledge-intensive 
business services (KIBS) in innovation. Other theories and models of innovation in the service context 
were also developed to support the firm’s interaction with customers. For example, theory of collabora-
tive advantage by Kanter (1994), relational-based view of the firm by Dyer and Singh (1998) and the 
customer–employee interaction models of Lei-lei and Xue-guang (2007) which explained the interaction 
and collaboration among service providers, employees and customers. According to Toivonen and 
Tuominen (2009), the main differences between the various theories of service innovation are how they 
consider service firms to be different from manufacturing firms, and service products to be different 
from manufactured product. In service-based innovation, all five dimensions of neo-Schumpeterian 
framework (includes product innovation, process innovation, market innovation, organizational innova-
tion and input innovation) invigorate each other. On the other hand, in manufacturing-based innovation, 
product and process innovations have an advantage on market, organizational and input innovation 
(Gallouj & Windrum, 2009).
Tidd and Bessant (2009) and Tidd, Bessant and Pavitt (2001) are well-known supporters of the view 
that innovation in manufacturing and services can be analyzed using the same theory and pattern. They 
believe that successful innovation management deals with the interaction between changes in technology, 
market and organization. Thus, Tidd et al. (2001) developed the SPOTS model as a composite model 
in this regard. This model is an integrated method which includes all the management practices of 
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innovation. Basically, the scholars’ examination comprised two points: (ii) Idea at all times typifies well-
managed innovation. Therefore, beginning from idea generation till the implication of the idea, an 
innovation process should be well managed. (ii) Design of service product and service delivery are 
separated. The SPOTS model comprises strategy, process, organization, tools/technology and system. 
This model is grounded on concurrent engineering (CE) as an exemplar for industrial product development 
which concurrently integrates entire functions of the organization. The model assimilates all functions 
within the organization to decrease the development process time and launch new products and services, 
improve the quality of products and finally, for maintaining the firm’s competitiveness (Collins & 
Hull, 2002). The manifold functions contain tasks from the early stage of innovation process to shape 
an efficient approach for launching innovative products and services or improving the existing one 
(Hull, 2004a, 2004b). Nevertheless, the SPOTS model suggests to have different and important roles 
to attain the performance of service innovation, while having a synergy between all the components 
(Hull & Tidd, 2003a). ‘Strategy provides focus; process provides control; the organization provides 
coordination of people; tools and technologies provide transformation/transaction capabilities, and 
system provides integration’ (Tidd & Bessant, 2009, p. 605). It is believed that these five practices 
along with value chain may offer direction to the new service development activities and incessant 
enhancement, recommend a focused competitive advantage, improve learning capabilities, provide cost 
advantage and calibrate and inspire people to connect with other conduits for innovation ideas 
(Hull, 2003). This model also allows firms to strive in an environment which entails innovative 
modifications. The SPOTS model has been tested in developed nations, such as USA and UK, indicating 
the importance of these practices in new service development performance (Hull, 2003; Hull & Tidd, 
2003a). Considering a developing nation, a previous study examined the influence of SPOTS model on 
Malaysian telecommunications performance (Taghizadeh et al., 2014). The analysis found that the 
combined effect of strategy, process, organization and system (SPOS) has an impact on telecommunication 
performance in Malaysia. However, research on SPOTS practices in developing nations is still in its 
infancy. Thus, the current study addresses that gap in the research by attempting to identify to what 
extent the components of the SPOTS model are practiced in two different nations (Malaysia and 
Bangladesh), as such a study in for developing nations is rare.
Therefore, taking up the issues, the study formulated an objective on which the empirical analysis 
was conducted. The sole objective of the study is to compare the indicators of the five components of 
the SPOTS model (strategy, process, organization, tools/technology and system) as service innovation 
management practices between Bangladesh and Malaysia telecommunications industry.
The motivation of the study is to assess the perceived practices of the SPOTS model that illustrates 
the service innovation management practices of the telecommunications industry in the two developing 
countries.
Methodology
To test the SPOTS model, we have chosen top three largest telecommunications companies from 
Bangladesh (Grameen Phone, Robi Axiata and Airtel), and three telecommunications companies 
from Malaysia (DiGi, Maxis and Celcom Axiata). Each group of these three companies holds more than 
60 per cent of the total market share in the telecommunications industry in the respective countries. The 
unit of analysis is all the branch offices of these six telecommunications companies. Purposive sampling 
has been chosen as specific managers are the respondents of the research questionnaire survey. The 
inclusion criterion for a respondent of the present research is the manager who deals with marketing and 
6 Global Business Review 18(1)
innovation activities of the companies. Respondents were followed up actions through direct visits, 
persuasion over e-mails and phone calls. In Malaysia, there are 820 branch offices of DiGi, Maxis and 
Celcom from which we could collect 98 usable data. In Bangladesh, there are in total 621 branch offices 
and 78 usable collected data were collected. The response rate turned out to be different for these two 
countries. However, as the response rate is close to each other, it is reasonable to carry out a comparison 
test. Therefore, a total of 176 usable data are analyzed for the purpose of the research.
The items of the questionnaire have been generated and adopted from the previously tested variables 
which were validated by researchers (e.g., Collins & Hull, 2002; Hull, 2003, 2004b; Hull & Tidd, 2003a, 
2003b; Hull, Collins & Liker, 1996; Liker, Collins & Hull 1999; Taghizadeh et al., 2014). Specifically, 
the items for strategy (STR1–STR 5), process (PRC1–PRC5), organization (ORG1–ORG5), tools/
technology (TLS1–TLS5) and system (SYS1–SYS6) were adopted from Hull (2003), Tidd and Bessant 
(2009) and Hull and Tidd (2003a). A five-point Likert scale ranging from 1 = very low extent to 5 = very 
high extent has been employed to quantify the variables in our study (Table 1). The survey asked the 
managers to rate the subjective perception that they possess regarding the service innovation practices.
Innovation strategy is explained as strategic positioning, resource allocation decision and the decision 
about which market or technology complements best with the organization’s goals to provide value and 
form competitive advantage. The main and swift changes in the existing services, creation of noble 
services, future forecast of threats and determination of possible opportunities measure the extent 
of strategy in the organization. The innovation process suggests accentuating the implementation of 
new products/services. It entails organized processes, process mapping, documentation of processes, 
conformance with processes and continuous development of processes. The cross-functional organization 
focuses on the synchronization of people at the all the phases of the innovation process. Furthermore, 
this practice emphasizes on cross-functional teaming and training and the project manager’s role with the 
initiative of downstream and upstream functions. Tools/technology denotes the company’s inner 
communication, modernizing information technology system, handling information system, creating 
online database and making templates for best practices. Finally, system integration refers to balancing 
the portfolio of competitive advantage, listening to the customer’s voice and transmitting the experience 
of the firm’s preceding activities.
Analysis
The current research assessed the reliability of the scale by measuring internal consistency of the 
constructs through Cronbach’s alpha, which ‘measure how well a set of variables measure a single uni-
dimensional latent construct’ (Schwaninger, Vogel, Hofer & Schiele, 2006, p. 350). Reliability is an 
assessment of the degree of consistency between multiple measurements of variables (Hair, Black, Babin 
& Anderson, 2009). The relationships between all items and their conceived scales were analyzed by 
calculating the corrected item–scale correlations and analyzing the impact on Cronbach’s alpha values. 
A maximum Cronbach’s alpha value of 1.0 is the highest internal reliability, while Cronbach’s alpha of 
less than 0.5 is generally considered to be poor and more than 0.70 is considered to be good for consistency 
of data (Sekaran, 2003).
Overall, the reliability was confirmed for all the constructs in both data sets in the present study. 
In Malaysian data set, the smallest Cronbach’s alpha coefficient observed is 0.800 and maximum is 
0.924. In Bangladeshi data set, the smallest Cronbach’s alpha is 0.773 and maximum is 0.861. The 
results of the reliability analysis are summarized in Table 1 and they confirm that all the scales display 
satisfactory level of reliability.
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The results of mean value of variables show that the Malaysian respondents rated the average scores 
from 3.378 (strategy) to 3.574 (tools/technology) with the standard deviation ranging from 0.626 to 
0.746 on a five-point Likert scale. Further, the Bangladesh respondents rated the average scores from 
4.026 (system) to 4.141 (tools/technology) with the standard deviation ranging from 0.545 to 0.631 on a 
five-point Likert scale (Table 1).
To ensure that there is no common method bias in the questionnaire survey, we performed Harman’s 
single-factor test. The results revealed that the first factor accounted for 48.28 per cent of variance which 
is less than threshold level of 50 per cent of total variance as proposed by Podsakoff and Organ (1986) 
and therefore there is no response bias in the data. Further, the total variance explained by the 26 factors 
was 65.87 and is well above the prescribed specification of 50 per cent. Since a single factor did not 
emerge and the first factor did not account for most of the variance, this study concludes that the common 
method bias was not a major concern in this study.
Next, an independent-samples t-test was conducted to compare the 26 indictors of these five variables 
(strategy, process, organization, tools/technology and system) for the Malaysian and Bangladeshi tele-
communications industry. The results show that the p-value from the independent t-test for all 26 indica-
tors is less than 0.05. Thus, there is a significant difference in the mean of the indicators of the variables 
between the two groups. This means that the variances for the two groups are not the same and equal 
variances cannot been assumed. From the 95 per cent confidence interval for mean difference, since the 
value of zero does not fall within the interval, we can conclude that there is a difference in the mean of 
all the 26 indicators of SPOTS practices between the Malaysian and Bangladesh telecommunications 
industry. Considering the mean value of all 26 indicators, the result shows that in Malaysian telecom-
munications industry the range is between 3.184 (STR1 = lowest) and 3.778 (TLS1 = highest), while in 
Bangladesh telecommunications industry the range is between 3.859 (TLS4 = lowest) and 4.359 (TLS1 
= highest). It indicates that SPOTS is practiced more in Bangladesh telecommunications industry 
compared to Malaysia (Table 2).
Innovation can be implemented differently among various environments, cultures or industries as 
well. Even the innovation terminology is differently perceived by managers, such as considering as 
quality improvement (Gallouj & Weinstein, 1997; Sundbo, 1997). This study has taken into account few 
telecommunications companies operating in Malaysia and Bangladesh which are subsidiaries of their 
respective parent companies. Two of the companies have subsidiary business operation in both the 
countries. Therefore, it was of interest to see the possibility of existing differences in the operationalization 
of innovation practices. Based on the independent-samples t-test, we found that all of the practices 
(26 indicators) are operationalized differently in these two countries. Focusing on the mean value of each 
indicator, it has been revealed that Bangladeshi telecommunication companies are putting more emphasis 








to Max. Mean Std
Cronbach’s 
Alpha
Strategy 5 2–5 3.378 0.626 0.800 2.6–5 4.054 0.603 0.837
Process 5 2–5 3.496 0.646 0.867 3–5 4.087 0.545 0.815
Organization 5 2–5 3.447 0.664 0.872 2.6–5 4.036 0.550 0.773
Tools/technology 5 1.2–5 3.574 0.746 0.880 2.8–5 4.141 0.631 0.807
System 6 1.83–5 3.505 0.702 0.924 2–5 4.026 0.608 0.861
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on each practice compared to Malaysia. Such a result is presumed to be most interesting and opposing as 
far as the contextual background suggests. There are a number of possible reasons which we believe are 
realistic to address for conferring the results of this research.
As mentioned earlier, Bangladesh is a developing country and it is on the way towards the development 
of economic activities. In doing so, it is important for the business industry to align with the competitive 
environment which triggers it to embrace innovation practices. The literature and available data suggest 
that there is still an enormous scope for market development attempting to capture the grey (unexplored) 
market in Bangladesh. However, while the telecommunications companies target the grey market, it is 
rational to practice innovation in business operations. In addition, the consumer market in Bangladesh is 
not affluent enough like Malaysia. In order to tap the markets of less affluent consumers, companies need 
to manoeuvre the business policies, strategies and practices by embracing innovation practices. From the 
perspective of the base of the economic pyramid, a large number of poor people are residing in Bangladesh. 
Being a telecommunications company and aiming to provide mobile phone services to such vulnerable 
groups of society, these companies have been instigated to implement the innovation practices with mul-
tidimensional approach. On the other hand, the population pyramid suggests that 18 per cent of the total 
population (116,280 approximately) of Bangladesh is aged between 15 and 24. This is perhaps a signifi-
cant issue for emphasizing on the innovation initiatives by the telecommunications companies. A large 
number of consumers of this age group have a diverse range of demands and preferences. This age group 
is also considered to be highly tech-savvy. Therefore, to capture the market of this group, companies in 
Bangladesh frequently come up with new and dynamic offerings. For example, in Bangladesh, an effort 
by a company regarding tapping the young generation market under the project named ‘Djuice’ has stirred 
this group and created significant attraction. In addition, the social strata and the social dynamics of 
Bangladesh also have significant differences compared to Malaysia. In Bangladesh, the difference between 
the poor and the rich is noteworthy and also a striking digital divide exists among the population. Therefore, 
to address the issue of digital divide and thus minimizing it, the telecommunications companies take up 
diversified initiatives which require new approaches through teamwork, system integration, technological 
upgradation, standardized and flexible processes and rapid changes in the offerings.
On the contrary, in Malaysia, the telecommunications market is saturated and at the same time, the 
pace of development is high. Perhaps, the Malaysian telecommunications industry is focusing on other 
current global trends, such as green practices and value co-creation, to integrate with the SPOTS model. 
However, this article considers that future research can be undertaken to explore the realistic reasons for 
less practice of SPOTS model in Malaysia.
Conclusion and Management Implications
This article aimed to make a comparison of service innovation management practices of the tele- 
communications industry in Malaysia and Bangladesh using the SPOTS model. The statistical analysis 
has shown significant differences in management practice of the two countries. It is positive assertion 
that managers in Bangladesh telecommunications industry would contribute to the innovation manage- 
ment practices in order to align themselves with the current trend of dynamism. It is also to be a directive 
guideline for the other service sectors to evaluate the innovation management practices.
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